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Safety Nets and Safety Ropes:
Comparing the Dynamic Benefit Incidence
of Two Indonesian “JPS” Programs
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  We would like to thank BPS and UNICEF for access to the 100 villages data.  This paper has benefited
from comments and suggestions from Menno Pradhan and Lisa Cameron.  We thank Amalia Firman and
Yusuf Suharso for their assistance.  The remaining errors and weaknesses, however, are solely ours.
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1
  Economists would recommend poverty programs to a hypothetical benign social welfare maximizer if
the social welfare function was built up from individual (household) utility functions with declining
marginal utility, in which case a (costless) transfer from rich to poor is not a Pareto improvement but does
raise social welfare.  There is also an argument for poverty programs from an externality in altruism.  In
contrast, the normative case for government involvement in mitigation of risk is based on the argument
that, if moral hazard and adverse selection are sufficiently large then welfare improving markets for
insurance against these risks will not exist (and they will be “too small” in any case).  This is potentially
the case in a wide variety of insurance markets - but particularly affect the market for insurance of in-
comes.
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 Actually it was a combination of simultaneous financial, economic, natural, and political crises.
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II)  The Programs and Their Methods of Targeting
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3
 Presently, under the OPK program each eligible household is allowed to purchase 20 kilograms of rice
per month.
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4
 A fifth criticism that is particularly important in Jakarta (and some other major cities) is that the list may
only include those with a valid identification card (KTP) for that location. Since these KTPs are difficult
to obtain, a large fraction of the poor would be excluded by this criteria.
5
 See Suryahadi et al (1999).
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III)  Data:  The 100 Village Survey
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 See Suryahadi and Sumarto (1999) for more details.
7
 The households sampled are not even representative in levels of the population within the 10 districts of
the sample. In this sample there are 49 percent “pre-prosperous” households, while the same districts
have only 26 percent “pre-prosperous” households.
8
 Although evidence presented in an earlier paper suggests reasonably close correspondence of estimates
of changes in national poverty rates. See Suryahadi and Sumarto (1999).
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 More discussion on the appropriate deflators for Indonesia during the crisis can be found in Suryahadi
and Sumarto (1999).
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 This more or less arbitrary figure is chosen because if the total development budget for safety nets in FY
99/2000 of 5.6 trillion Rupiah were distributed to each of the country’s 45 million households equally this
would provide 10,370 Rupiah per household per month.
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 An equivalent procedure for comparing the programs would have been to scale up padat karya
participation to the sembako level on average, producing equivalent expected values across this table.
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 Another key hypothetical feature is that we ignore risk aversion within cells of the matrix and assume
each person receives the expected value, whereas in fact even within cells in reality people receive different
amounts, from nothing at all to the program maximum.
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 The numbers of households in each cell are presented in table B.6 in appendix B.
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